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APPROACHING THE CHINESE MARKET THROUGH FOREIGN TRADE AND 
INVESTMENT 
(A Case Study of Costa Rica) 
 
“China's development and rejuvenation has been new to the world, and there has 
been no historical parallel to the road China has traveled. So, how should people 
see China's development? Let me quote an ancient Chinese saying, "To hear 
about something is better than not hear about it; to see it is better than hear about 
it, to know it still better than see it, yet to fulfill it through action is the ultimate 
form of knowledge". Interestingly, this saying happens to have a very close 
English equivalent, "I hear and I forget; I see and I remember; I do and I 
understand." I do hope that people will reject stereotyped thinking, try to hear, to 
see and to understand China with an open mind, and seize opportunities 
presented by China's development. I am confident that by sharing opportunities 
and working together, we will make our world a better place of peace, prosperity 
and harmony.” 
 
Ambassador Liu Xiaoming, March 18
th
, 2011  
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Abstract 
How to approach the Chinese market through foreign trade and investment? This is the main 
research question that readers will be able to answer after reading this document, written from a 
Latin American perspective and using Costa Rica as a study case.  
 
On July 7th of 2007 Costa Rica established diplomatic relations with China; since then China 
and Costa Rica have signed cooperation agreements to promote technical and financial assistance, 
as well as infrastructure and innovation support through research and development.  Costa Rica 
is also promoting Chinese language and Chinese art studies. The most important agreement 
between the two of them is The Free Trade Agreement.  
China is an economy of many different realities, which means it provides many different 
opportunities if the traders or investors dedicate time to make a deep study of the market niches 
and trends to comprehend and adapt to the specific necessities or requirements that China expose.  
China’s presence in Latin America is increasing everyday and this document shows as facts and 
evolution of these relations trying to guide the reader to an analysis of how to take advantage of 
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I. INTRODUCTION 
China’s economic rise has been obvious to the world based on numbers, figures and social 
indexes shown by the World Bank (WB) data or other sources such as the National Bureau of 
Statistics of China, the Ministry of Commerce of China (MOFCOM), and the Human 
Development Index (HDI). That is why it was not a surprise when China placed itself in 2010 as 
the world's second largest economy, with it’s approximately $5.87 trillion of Gross Domestic 
Product (GDP). China’s GDP per person has recently reached $4, 000, surpassing the $500 per 
year that economists affirm is enough to be over the poverty line, and is aiming to increase it to 
$10.000 by the year 2020. James Mirrlees
1
 states that China eliminated its poverty by adding 
value to agricultural products and providing job opportunities in urban areas, thanks to the 
industrialization of the economy. According to Mirrlees, transport networks were also a clue to 
the Chinese rise and, finally, he believes that the open door policy led to a trade enhancement 
and that was the final piece that China needed to finish the puzzle. 
China’s economic indicators have shown an average annual growth rate of 10.3% for the past 30 
years, with an inflation of just 5.8%. If economic development follows this pattern, it is very 
possible that regarding the country’s nominal GDP, China could become the largest economy in 
the world during the first months of 2020;  also because of China’s policies of improving their 
commercial relations with developing countries such as Africa and Latin America, this is a great 
strategy for China in commerce because these countries are becoming nowadays the major 
importers and also because they required less certificates and have easier rules in order to insert 
products in their markets. Also it provides China with energy sources due to the large 
investments they have been doing, by example China imports 14% of Brazil oil and 20% of 
Venezuela’s oil and these amounts are likely to keep increasing, in Peru they also have 300 
mining concession. 
China is also the largest exporter and second largest importer of goods in the world. During 2010, 
inbound foreign direct investment into China surpassed $100 billion for the first time, and 
investment overseas by Chinese companies in non-financial sectors totaled $59 billion. China 
became the world's top manufacturer in 2011. That is why nowadays accessing the Chinese 
market is vital for economies that wish to develop and depend on foreign trade and investment to 
achieve their goals. 
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Until the late 1980’s, it was difficult to imagine China’s actual economic development. It was 
not until economic reforms were initiated 1978, when Deng Xiao Ping was elected as 
the paramount leader
2
, that China was led towards a market economy, adopting 
a pragmatic perspective on many political and socioeconomic problems. It was at that point that 
China quickly began to introduce in its development strategy aspects of a capitalist economic 
system, which led the country to stable growth of investment, solid increase in consumption and 
constant improvement of the standards of living. Nevertheless, since 1953 Zhou Enlai
3
 and other 
revolutionary veterans under the leadership of Mao Zedong were prepared to embark on an 
intensive program of industrial growth and socialization. 
Currently, the Chinese market offers great opportunities in the economic and trade fields. It is 
clearly an expanding market, offering many business opportunities for entrepreneurs globally.  
In Costa Rica, the establishment of diplomatic relations with China and the following 
enforcement of the Free Trade Agreement (FTA) between both countries opened new 
opportunities for new export products in different sectors.  
This approximation between both countries can truly expand economic and trade opportunities 
for the entrepreneurs and investors in Costa Rica, and in China as well. However, the Chinese 
market has a lot of commercial, political, social, cultural and even religious elements that for a 
large majority of entrepreneurs and investors, especially those with fewer economic resources to 
do market research, are unknown. That is why if Costa Rica wants to fully profit and take 
advantage of the opportunities that the Chinese market offers, there should be an excellent 
knowledge of all the elements that influence and determine this Asian country’s market. 
Purpose of the Study 
The Asian market and specifically the Chinese market is still unknown in Latin America, and 
vicecersa; the understanding of logistics structure, consumer trends and business culture, among 
others, become more complex when the foreign entrepreneurs do not have sufficient information 
about these markets.  
Therefore, this study aims to analyze and provide a better understanding of the current situation 
in the Chinese market, referring to topics such as legislation, figures and numbers related to 
international trade and investment, consumer preferences, tools provided by international 
                                                            
2  Literally "the highest leader of the party (Communist Party of China) and the state (People's Republic of China)", in 
modern Chinese political science, unofficially refers to the political leader of the People's Republic of China. 
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institutions or free trade agreements with China and alternatives or solutions to the major 
inconvenient or difficulties currently faced by the businessmen and investors in the Chinese 
market. 
This study is going to use the case study of Costa Rica, focusing on the opportunities and 
methods to access the Chinese market by Costa Rican businessmen and investors. Currently in 
Costa Rica, there are some explanatory documents on the FTA signed between the two countries. 
There are also logistical and market access guidelines for specific products, but the idea is to 
consolidate everything into one document.  
Evolution of the Relations between Costa Rica and China  
On July 7th of 2007, Costa Rica joined the 178 United Nations’ (UN) countries which so far 
have recognized China. Through the establishment of diplomatic relations the country 
became the first and only Central American country to maintain international relations with 
China, ending nearly 60 years of diplomatic relations with Taiwan. This decision was made 
during the presidency of Oscar Arias Sanchez
4
, who was motivated by a realistic conception of 
foreign policy and incited to promote better ties with Asia and recognize China as a very 
important global actor, especially with regards to the extensive trade relationship between both 
countries. 
From the time the formal relations were established between the two countries, the leaders of 
both countries agreed to develop a friendly cooperative program based on principles such as 
mutual respect for sovereignty and territorial integrity, nonaggression, non- interference in 
other's internal affairs, equality and mutual benefit and peaceful coexistence. With the passing of 
the years, Costa Rica’s relations with China have taken a very positive path. Commercial and 
financial exchanges between the two countries have increased and cultural and intellectual 
exchange has also risen. 
As a result of the good relations between both countries, in early 2010 the negotiations of the 
FTA between them were finished, and the FTA took effect in August 2011. The negotiations for 
this FTA were launched in November 2008 within the framework of Hu Jintao’s visit to Costa 
Rica. On that occasion, another ten agreements were signed on issues such as cooperation in 
trade, economy, finance, energy, education and technology. Hu Jintao’s visit was considered as 
"historic", because for the first time a Chinese president visited a Central American Country. 
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The strategic geographic position of Costa Rica as a bridge to the major markets in America, 
defined by the extensive network of trade agreements it has with partners like the United States 
(US), Canada, Mexico, Chile and Central America, places the country as a strategic partner for 
China in Central America and makes it an attractive platform for exports.  Foreign direct 
investment data from the General Directorate of Foreign Trade Policy indicates that China’s 
direct investment in Costa Rica shows an upward trend; from 2000 to 2011 China invested $15.4 
millions. 
Table 1.1 China’s direct investment in Costa Rica 
Amounts in millions of dollars 
 
2000 2001 2002 2003 2004 2005 2006 2007 2008 2009 2010 2011 
-0.2 0.2 0.8 0.5 1.9 0.7 0.4 2.9 1.9 3.6 1.7 1.0 
 
Source: Own elaboration from data obtained from the inter-institutional group of IED of Costa 
Rica (BCCR, CINDE, PROCOMER, COMEX e ICT) 
China is also Costa Rica’s second largest trade partner (including the exports to Hong Kong), 
only surpassed by the US.  In 2011, Asia was ranked as the fourth regional destination of Costa 
Rican exports in terms of value of exports, totaling $1.233 million, which represents 11,7% of 
Costa Rican exports.  
Table 1.2 Costa Rica’s exports in 2011 
Destin Country Amount in million dollars % 
1. North  América  4,410.1 42.0% 
United States 3,998.9 38.1% 
2. European Union 1,885.0 17.9% 
3. Central America 1,506.1 14.3% 
4. Asia 1,233.5 11.7% 
Hong Kong 510.2 4.9% 
China 199.7 1.9% 
       5. Panama 572.6 5.5% 
       6.  Caribe 493.7 4.7% 
       7. South America 265.2 2.5% 
       8. Other European Countries 70.2 0.7% 
       9. Others 65.6 0.6% 
TOTAL 10,502.0 100% 
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Meanwhile, in 2011 Costa Rica imported a total of $16,219.5 million; 16.7% of the total 
importation from Asia, amounting a total of $2,709 million, from which $1,358 million were 
imported from China (including Hong Kong), representing a 47.9% of Costa Rican imports from 
Asian lands. 
Table 1.3 Costa Rica’s imports in 2011 
Supplier Country 
Amount in million 
dollars 
% 










3. South America 
1,259.6 7.8% 
4. European Union 
1,228.2 7.6% 




       7. Other European Countries 
240.9 1.6% 
       8.  Caribe 
236.5 1.5% 
       9. Others 
395.3 2.4% 
TOTAL 10,502.0 100% 
 
Source: Own elaboration from data obtained from COMEX and PROCOMER 
In the past year, numerous activities have built stronger links between the two nations. The first 
example was the Costa Rican participation in Expo Shanghai 2010, an event that lasted six 
months and through which Costa Rica was able to show its culture, main products, natural 
resources and beauty, facilities, business and investment opportunities to thousands of Chinese 
visitors. 
As part of this international exhibition, Costa Rica celebrated its national day on October 29
th 
. 
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